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INTRODUCTION 


This  paper  paints  in  some  of  the  industrial  detail  to  the 
outlook  for  Ontario's  economic  prospects  over  the  next  two  decades. 

As  such,  it  is  meant  as  a  companion  piece  to  the  long-term  outlook 
paper  which  outlined  the  broad  economic  aggregates  at  work  shaping 
Ontario's  future.'*'  This  present  paper  translates  that  larger  picture 
of  demographic,  consumption  and  investment  shifts  into  a  probable 
pattern  of  industrial  development  in  the  Province. 

The  reader  should  be  cautioned  that  there  is  nothing  immutable 
in  the  pattern  of  development  set  out  in  this  projection.  Major 
changes  in  industry  parameters  such  as  relative  prices,  rates  of 
return,  government  policy  measures  and  international  developments  can 
all  alter  or  reinforce  the  underlying  trends  emerging  in  this  analysis. 
To  the  extent  that  some  of  these  forces  are  incorporated  in  the  long 
term  aggregate  outlook,  there  would  be  some  degree  of  correspondence 
at  the  industrial  sector  level. 


The  major  features  which  emerge  from  this  projection  are 
as  follows: 


.  There  is  a  general  slowing  down  in  the  rates  of  growth 
of  both  the  goods  producing  and  service  producing  sectors 
of  the  economy  over  the  projection  horizon. 

.  Output  growth  in  the  service  sector  of  the  economy  should 
continue  to  exceed  that  of  the  goods  producing  sector; 
the  service  sector's  share  of  provincial  Real  Domestic 
Product  increases  gradually  while  its  share  of  total 
provincial  employment  rises  sharply. 

.  Growth  in  Ontario's  agricultural  output  should  remain 
constant  at  2.5  per  cent  per  annum  over  the  projection 
horizon;  however,  agricultural  employment  continues  to 
decline  in  absolute  terms,  although  at  much  reduced  rates. 

.  The  mining,  forestry,  fishing  and  trapping  sector, 
although  increasing  its  output  growth  rate  to  1985, 
continues  to  decline  relative  to  the  rest  of  the  economy 
in  both  output  and  employment  terms. 


1.  Long  Term  Economic  Outlook  for  Ontario,  Policy  Planning  Branch, 
Ministry  of  Treasury,  Economics  and  Intergovernmental  Affairs, 
June,  1976. 
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The  manufacturing  sector's  share  of  total  output  and 
employment  in  the  Province  should  continue  to  fall 
over  the  projection  horizon;  however,  productivity 
growth  rates  should  continue  to  improve. 

The  construction  industry  should  follow  a  roughly 
stable  growth  pattern  until  the  1985-95  period  when 
output  growth  falls  off  markedly. 

The  transportation,  communications  and  other  utilities 
sector  of  the  economy  should  continue  to  experience  large 
productivity,  but  declining  output  gains  over  the  projection 
horizon;  the  result  is  that  its  share  of  total  Ontario 
output  increases  while  its  share  of  employment  falls. 

In  the  trade  sector,  after  1980,  output  growth  slows 
quickly,  and  its  share  of  total  employment  edges  up  only 
marginally. 

Both  the  finance,  insurance  and  real  estate  sector  and 
the  community,  business  and  personal  services  sector 
should  increase  their  shares  of  Real  Domestic  Product 
over  the  forecast  horizon.  The  share  of  the  community, 
business  and  personal  services  sector  of  total  provincial 
employment  may  reach  35  per  cent  by  1995. 

The  public  sector  may  continue  to  grow  at  a  rate  slightly 
below  the  growth  in  Real  Domestic  Product  with  the  result 
that  its  share  of  total  output  should  decline  over  the 
projection  horizon;  employment  growth  in  this  sector  falls 
off  fairly  markedly  from  recent  experience. 
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INDUSTRIAL  OVERVIEW 


Table  1  outlines  the  basic  growth  trends  in  Real  Domestic 
Product  (RDP)  in  Ontario  to  1995.  Real  output  growth  is  expected  to 
increase  marginally  in  the  next  five  years  over  that  experienced  in 
the  first  half  of  the  decade,  but  then  to  decline  thereafter.  The 
primary  reason  for  this  decline  in  output  growth  is  a  steadily  falling 
labour  force  growth  that  is  only  partially  offset  by  improvements  in 
productivity.  These  trends  are  co-determined  with  a  long-run  decline 
in  total  demand  growth  in  Ontario. 


REAL  DOMESTIC  PRODUCT, *  EMPLOYMENT  AND  PRODUCTIVITY  IN 
(Growth  Rates  in  Brackets  —  Annual  Average,  Per  Cent** 

ONTARIO 

) 

Table  1 

1961 

1970 

1975 

1980 

1985 

1995 

Total  RDP 

14,411.9 

25,968.7 

33,155.8 

42,706.3 

53,751.9 

79,952.6 

($  Millions ,  1961) 

(6.8) 

(5.0) 

(5.2) 

(4.7) 

(4.0) 

RDP  (Goods) 

6,342.9 

11,658.4 

14,787.1 

18,891.3 

23,268.5 

33,431.2 

($  Millions ,  1961) 

(7.0) 

(4.9) 

(5.0) 

(4.3) 

(3.7) 

RDP  (Services) 

8,069.1 

14,310.3 

18,368.7 

23,815.0 

30,483.3 

46,521.4 

($  Millions ,  1961) 

(6.6) 

(5.1) 

(5.3) 

(5.1) 

(4.2) 

Total  Employment 

2,269.0 

3,037.0 

3,611.6 

4,199.0 

4,759.0 

5,662.1 

(Thousands) 

(3.3) 

(3.5) 

(3.1) 

(2.5) 

(1.7) 

Employment  (Goods) 

1,047.0 

1,227.8 

1,283.6 

1,380.9 

1,415.2 

1,371.8 

(Thousands) 

(1.8) 

(0.9) 

(1.5) 

(0.5) 

(t0.4) 

Employment  (Services) 

1,222.0 

1,809.2 

2,328.0 

2,818.1 

3,343.8 

4,290.3 

(Thousands) 

(4.5) 

(5.2) 

(3.9) 

(3.5) 

(2.5) 

Total  Productivity 

6.4 

8.6 

9.2 

10.2 

11.3 

14.1 

($  Thousands/Employee) 

(3.3) 

(1.4) 

(2.1) 

(2.1) 

(2.3) 

Productivity  (Goods) 

6.1 

9.5 

11.5 

13.7 

16.4 

24.4 

($  Thousands,  1961) 

(5.0) 

(3.9) 

(3.6) 

(3.7) 

(4.1) 

Productivity  (Services) 

6.6 

7.9 

7.9 

8.5 

9.1 

10.8 

($  Thousands,  1961) 

(2.0) 

(0.0) 

(1.5) 

(1.4) 

(1.6) 

♦Indirect  taxes  have  not  been  netted  out  of  RDP. 

**Each  growth  rate  is  the  average  annual  percentage  growth  in  the  preceding  five-year 
period,  except  for  figures  in  the  1970  column  and  the  1995  column,  which  indicate 
the  average  annual  growth  over  a  ten-year  period. 


Table  1  also  reveals  some  interesting  trends  in  the  development 
of  the  basic  industrial  structure  of  Ontario  in  terms  of  goods 
producing  and  service  producing  industries.  The  decade  of  the  1960's 
witnessed  a  very  rapid  expansion  of  goods  production  in  Ontario. 

About  70  per  cent  of  this  output  growth  in  the  goods  producing  sector 


•  ■  '  •  -  '  •  ■ 
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was  the  result  of  productivity  growth.  The  major  contributing  factors 
in  this  were  the  expansion  and  rationalization  of  auto-related 
production  along  with  a  substantial  productivity  growth  in  Ontario's 
mining  and  agricultural  industries.  These  sectors  received  strong 
stimulus  from  expansion  in  both  domestic  and  foreign  markets. 

While  output  growth  in  the  goods  sector  slowed  in  the  early 
1970's,  it  is  expected  to  increase  over  the  next  five  years;  thereafter, 
however,  it  is  expected  to  decline.  This  longer  term  declining  growth 
rate  in  the  goods  producing  sector  is  primarily  related  to  a  slowing 
in  employment  growth  consequent  upon  a  deceleration  in  demand  growth 
for  goods.  Productivity  growth,  while  lagging  for  the  next  few 
years,  continues  to  increase  after  1980.  These  productivity  improvements 
are  the  anticipated  result  of  increasing  capital  to  labour  ratios, 
greater  scale  economies  and  an  improved  and  maturing  labour  force 
employed  in  this  sector. 

During  the  decade  of  the  1960's,  the  service  sector's  rapid 
output  growth  was  attributable  more  to  employment  rather  than 
productivity  performance.  The  net  result,  as  Table  2  shows,  was  that 
the  service  sector's  share  of  total  real  provincial  output  remained 
relatively  constant  while  its  share  of  total  employment  increased. 

In  the  early  1970's,  however,  service  sector  output  grew  more  rapidly 
than  the  goods  sector  output  as  rapid  employment  growth  in  the  service 
sector  continued,  but  productivity  growth  in  all  sectors  lost  some 
of  the  earlier  pace. 


SERVICE  SECTOR'S  SHARE  OF  RDP  AND  EMPLOYMENT  (Per  Cent)  Table  2 


1961 

1970 

1975 

1980 

1985 

1990 

1995 

RDP 

56.0 

55.1 

55.4 

55.8 

56.7 

57.5 

58.2 

Employment 

53.9 

59.6 

64.5 

67.1 

70.3 

73.1 

75.8 

*  ■ 
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Over  the  forecast  horizon,  the  service  sector  is  expected  to 
grow  more  rapidly  than  the  goods  sector,  although  it  too  should 
experience  declining  growth  rates  after  1980.  Nonetheless,  continued 
absorption  of  labour  into  the  service  sector  could  mean  that  employment 
in  this  sector  will  account  for  fully  75  per  cent  of  total  Ontario 
employment  in  1995. 

Productivity  growth  in  the  service  sector  is  expected  to 
improve  over  the  entire  forecast  horizon  since  competition  in  labour 
markets  could  be  more  severe  than  in  the  recent  past  and  capital- 
labour  ratios  might  be  forced  up  in  certain  service  areas  such  as 
construction,  transportation  and  communications,  trade  and  finance. 
However,  the  structural  shift  in  Ontario's  economy  towards  service 
industries  implies  a  reduction  in  the  total  provincial  productivity 
growth  of  about  0.4  percentage  points  or  about  17  per  cent  of  the 
projected  productivity  growth  in  the  1985-1995  period. 

DETAILED  SECTORAL  ANALYSIS 


This  section  presents  a  more  detailed  analysis  of  the  industries 
that  comprise  the  broader  goods  and  services  sectors. 

1 .  Primary  Industries 

As  indicated  in  Table  3,  the  agricultural  industry  in  Ontario 
is  expected  to  remain  very  stable.  During  the  last  fifteen  years  land 
loss  pressures  imposed  by  urbanization  resulted  in  considerable  loss 
of  agricultural  employment  and  a  reduced  growth  rate  for  output. 

This  trend  is  slowing,  and,  with  world  demand  for  foodstuff  increasing, 
expected  output  growth  is  around  2.5  per  cent.  Further  upgrading  of 
land  is  limited  but  with  a  shrinking  labour  force,  capital  intensity 
will  probably  increase  further  and  the  industry  should  be  able  to 
maintain  productivity  gains  of  3.0  per  cent,  down  considerably  from 
the  sixties  when  mechanization  economies  of  scale  combined  to  produce 
productivity  growth  above  5  per  cent. 
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AGRICULTURE  - 

.  AVERAGE 

ANNUAL  GROWTH  RATES 

(%) 

Table  3 

1961-  1970- 

1975- 

1980- 

1985- 

1970  1975 

1980 

1985 

1995 

RDP 

2.9  1.2 

2.5 

2.5 

2.5 

Productivity 

5.3  3.5 

3.0 

3.0 

3.0 

Employment 

-2.1  -2.5 

-0.5 

-0.5 

-0.5 

Table 

4  shows 

that  agriculture ' s 

employment 

share  has 

dropped 

considerably 

over  the 

last  15  years  going 

from  7.1  per  cent  of 

the 

labour  force  down  to  3.3  per  cent.  Although  the  underlying  trends 
are  slowing,  agricultural  employment  as  a  share  of  total  employment 
should  continue  to  fall. 


AGRICULTURAL  i 

SECTOR'S  SHARE  OF 

RDP 

AND  EMPLOYMENT  (%) 

Table  4 

1961  1970 

1975 

1980 

1985 

1995 

RDP 

3.2 

2.3 

2.0 

1.7 

1.5 

1.3 

Employment 

7.1 

4.4 

3.3 

2.7 

2.4 

1.9 

Table 

5  shows  the  "other  primary"  sector  which 

is  a  composite 

sector  consisting  mainly  of  the 

Ontario  mining  industry 

,  although  it 

also  includes 

forestry,  fishing 

and  trapping 

activities 

• 

OTHER  PRIMARY 

-  AVERAGE  ANNUAL 

GROWTH  RATES 

(%) 

Table  5 

1961- 

1970 

1970- 

1975 

1975- 

1980 

1980- 

1985 

1985- 

1995 

RDP 

3.2 

-2.6 

1.9 

2.8 

2.8 

Productivity 

3.6 

-1.1 

2.5 

3.2 

3.5 

Employment 

-0.5 

-1.4 

-0.6 

-0.4 

-0.9 
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The  mining  industry  in  Ontario  follows  closely  the  pattern 
of  development  of  the  Canadian  mining  industry.  In  order  to  meet 
future  demands  for  raw  materials,  mining  output  is  likely  to  grow 
at  an  annual  rate  of  about  3  per  cent,  starting  in  1980.  On  the 
basis  of  known  deposits,  7  new  mines  are  expected  to  come  on  stream 
in  the  period  1975-1980,  and  1  in  each  of  the  periods  1980-85,  1985-90 
and  1990-95.  Further  additions  to  production  might  come  from  the 
expansion  of  existing  operations  and  new  discoveries.  Conversely, 
some  25  mining  operations  in  Ontario  could  close  over  the  1975-1995 
period  as  their  reserves  are  depleted. 

Productivity  growth  in  this  sector  is  expected  to  remain 
slightly  below  the  Canadian  level.  However,  as  Table  5  shows, 
consistent  improvement  in  productivity  growth  is  expected  through 
to  1995;  this  is  primarily  due  to  increasing  capital  to  labour 
ratios.  The  declining  attractiveness  of  mine  employment  is  a  major 
force  behind  increasing  capital  intensification  through  the 
employment  of  open-pit  methods  and  improvements  in  hard-rock 
mining  technology.  These  factors  indicate  a  probable  decline  in 
relative  employment  by  this  sector  over  the  entire  forecast  period 
as  is  shown  in  Table  6. 


OTHER  PRIMARY 

SECTOR'S  SHARE 

OF  RDP 

AND  EMPLOYMENT  (%) 

Table  6 

1961 

1970 

1975 

1980 

1985 

1995 

RDP 

3.5 

2.6 

1.8 

1.5 

1.4 

1.2 

Employment 

2.5 

1.8 

1.4 

1.2 

1.0 

0.8 

2 .  Manufacturing  Industries 


Manufacturing  is  the  second  largest  of  all  the  industrial  sectors 
employing  25  per  cent  of  total  employees  and  comprising  36  per  cent 
of  RDP .  Expectations  are  for  significant  changes  in  the  employment 
proportion  over  the  next  twenty  years.  While  manufacturing's  share 
of  RDP  might  decrease  only  slightly,  the  manufacturing  sector  is 
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likely  to  lose  its  position  in  terms  of  relative  employment.  This 
sector  might  have  only  16  per  cent  of  the  province's  employees  in 
1995  in  comparison  with  the  present  25  per  cent,  as  shown  in 
Table  7. 


MANUFACTURING 

SECTOR'S  SHARE 

OF  RDP 

AND  EMPLOYMENT  (%) 

Table  7 

1961 

1970 

1975 

1980 

1985 

1995 

RDP 

32.4 

35.2 

36.1 

36.2 

35.5 

34.7 

Employment 

30.7 

28.1 

24.6 

22.7 

20.1 

16.0 

Table  8  shows  that  output  growth  in  the  manufacturing  sector 
should  continue  to  slow  down  over  the  next  twenty  years  as  the  growth 
in  aggregate  demand  decelerates  and  residential  construction  activity 
continues  to  grow  at  slower  and  slower  rates.  The  auto  industry, 
which  provided  much  of  the  growth  during  the  sixties  and  early 
seventies,  will  probably  decline  in  significance  as  a  growth  pole; 
also,  expected  development  of  the  industrial  base  in  the  Prairies 
could  mean  that  relatively  less  feed-back  from  major  investment 
projects  will  come  to  Ontario  in  the  long  run.  The  post-war 
population  bulge  moving  into  the  high  consumption  age  range  of  25-34 
should  help  to  maintain  demand  into  the  early  1980's.  Thereafter, 
however,  declining  population  growth  would  reduce  the  demand  for 
manufactured  products  and  thus  the  growth  rate  of  RDP  in  this 
sector  could  fall  to  3.8  per  cent  by  1995. 


MANUFACTURING  - 

AVERAGE  ANNUAL  GROWTH  RATES  (%) 

Table  8 

1961- 

1970 

1970- 

1975 

1975- 

1980 

1980- 

1985 

1985- 

1995 

RDP 

7.8 

5.5 

5.3 

4.3 

3.8 

Productivity 

5.3 

4.7 

3.8 

4.2 

4.4 

Employment 

2.3 

0.7 

1.4 

0.1 

-0.5 
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In  the  medium  term,  a  number  of  extraordinarily  large  capital 
projects  scheduled  to  come  on  stream  might  provide  sizeable  investment 
and,  along  with  improvements  in  capacity  utilization,  should  provide 
continual  growth  in  productivity  levels.  By  1980  productivity  growth 
rates  should  approach  those  achieved  in  the  sixties  and  be  maintained 
at  this  level  through  to  1995.  Employment  is  likely  to  record  some 
growth  to  1985,  followed  by  decline  in  the  last  years  of  the  projection. 


3 .  Construction  Industry 

The  construction  industry  is  divided  into  two  major  sections, 
residential  construction  and  non-residential  construction.  Non- 
residential  construction  should  provide  most  of  the  growth  potential  in 
the  next  five  years  but,  with  residential  construction  growth  less  than 
half  of  what  it  was  in  the  early  seventies  (3.0  in  1975-80  as  compared 

to  6.4  in  1970-75) ,  expectations  for  the  total  construction  industry 
are  for  a  possible  5  per  cent  growth  rate  to  the  mid-eighties.  By 
the  end  of  the  forecast  period,  non-residential  construction  growth 
might  drop  to  4.0  per  cent  while  residential  construction  growth 
might  reach  1  per  cent  in  response  to  demographic  trends;  under  these 
circumstances,  total  construction  RDP  would  grow  at  3.5  per  cent, 
as  Table  9  shows. 


CONSTRUCTION  - 

AVERAGE  ANNUAL 

GROWTH  RATES 

(%) 

Table  9 

1961- 

1970- 

1975- 

1980- 

1985- 

1970 

1975 

1980 

1985 

1995 

RDP 

6. 6 

5.2 

5.0 

5.0 

3.5 

Productivity 

2.6 

0.9 

2.0 

2.5 

3.0 

Employment 

3.8 

4.3 

2.9 

2.4 

0.5 

Productivity  growth  is  expected  to  increase  over  the  forecast 
horizon  especially  in  the  non-residential  sector  where  most  of  the 
output  growth  is  likely  to  occur.  This  hinges  upon  the  future  demands 
for  large  capital  intensive  construction  techniques  in  resource 
developments . 
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As  shown  in  Table  10,  the  construction  industry  is  projected 
to  maintain  its  share  of  RDP  and  employment  into  the  mid-eighties; 
thereafter,  the  employment  share  will  drop  marginally. 


CONSTRUCTION 

SECTOR'S  SHARE 

OF  RDP 

AND  EMPLOYMENT  (%) 

Table  10 

1961 

1970 

1975 

1980 

1985 

1995 

RDP 

4.8 

4.8 

CO 

• 

4.7 

4.8 

4.6 

Employment 

5.8 

6.1 

6.3 

6.  3 

6.2 

5.5 

4 .  Transportation,  Communications  and  Other  Utilities 

The  transportation,  communications  and  other  utilities  sector 
should  continue  to  be  one  of  the  leading  growth  areas  in  Ontario.  This 
sector  includes  such  potential  high  growth  industries  as  railway 
transport,  urban  transit  systems,  pipeline  transport,  and  electric 
power  generation.  In  the  last  five  years,  all  of  these  industries 
have  been  experiencing  better  than  7  per  cent  growth,  with  crude 
oil  and  gas  pipeline  operations  exceeding  12  per  cent. 


TRANSPORTATION, 

AVERAGE  ANNUAL 

COMMUNICATIONS  AND 
GROWTH  RATES  (%) 

OTHER 

UTILITIES  - 

Table  11 

1961- 

1970- 

1975- 

1980- 

1985- 

1970 

1975 

1980 

1985 

1995 

RDP 

7.1 

6.1 

6.1 

5.8 

4.8 

Productivity 

4.8 

3.7 

4.4 

4.8 

5.1 

Employment 

2.2 

2.3 

1.6 

1.0 

-0.3 

With  the  completion  of  major  investment  projects  such  as 
the  Sarnia-Montreal  pipeline,  the  construction  of  large  power 
generating  stations  already  underway  in  Ontario,  and  large  federal 
expenditures  to  improve  public  transportation  and  postal  services. 


..... 


■ 


■ 
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this  sector  is  expected  to  continue  to  advance  at  a  high  level 
through  to  1980;  thereafter,  as  shown  in  Table  11,  it  should  continue 
to  have  a  substantial  but  somewhat  lower  growth,  falling  to  4.8  per 
cent  in  the  1985-95  period  as  compared  to  6.1  per  cent  in  1970-75. 

In  the  service  sector,  the  transportation,  communications 
and  utilities  group  has  recorded  productivity  growth  more  than  double 
any  of  the  others.  This  reflects  the  enormous  levels  of  highway  and 
utility  investment  that  occurred  during  the  sixties  and  early  seventies. 
The  trends  towards  increasing  capital  to  labour  ratios  and  high 
productivity  growth  rates  are  expected  to  continue  through  the  next 
twenty  years,  and  even  to  increase  from  4.4  per  cent  in  1975-80  to 
5.1  per  cent  in  1985-95. 


TRANSPORTATION,  COMMUNICATIONS  AND  OTHER  UTILITIES 
SECTOR'S  SHARE  OF  RDP  AND  EMPLOYMENT  (%) 


1961 

1970 

1975 

1980 

1985 

1995 

RDP 

10.3 

10.6 

11.1 

11.6 

12.2 

13.1 

Employment 

8.3 

7.5 

7.1 

6 . 6 

6.1 

5.3 

Increasing  productivity  rates  resulting  from  rising  capital- 
labour  ratios  should  result  in  a  slow  down  in  employment  growth  to 
1985  and  an  absolute  decline  thereafter.  This  is  the  only  service 
industry  sector  projected  to  show  a  decreasing  share  of  total  employment 
(7.1  per  cent  to  5.3  per  cent)  over  the  twenty-year  forecast  period 
while  maintaining  an  increasing  share  of  RDP  (11.1  to  13.1  per  cent). 

5.  Trade 


Table  13  shows  that  the  trade  sector  output  has  grown  by 
5.6  per  cent  over  the  past  five  years  and  this  is  likely  to  continue 
at  a  slightly  faster  pace  until  1980.  After  1980,  growth  rates 
might  decline,  reaching  3.7  per  cent  in  the  1985-95  period.  In 
the  past,  the  largest  contributing  industries  have  been  the 
wholesalers  of  motor  vehicles  and  accessories  and  motor  vehicle 
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dealers  and  repair  shops.  While  these  activities  might  provide 
some  stimulus,  a  slow  down  in  the  auto  sector  will  dampen  their 
growth.  In  general,  the  forecast  decline  in  the  growth  rate  of 
personal  consumption  expenditures  should  act  to  curtail  output 
growth  in  the  total  trade  sector. 


TRADE  -  AVERAGE  ANNUAL 

GROWTH 

RATES  (%) 

Table  13 

1961- 

1970- 

1975- 

1980- 

1985- 

1970 

1975 

1980 

1985 

1995 

RDP 

6.5 

5.6 

6.0 

• 

oo 

3.7 

Productivity 

2.4 

0.9 

• 

i — 1 

1.4 

1.6 

Employment 

3.8 

4.9 

4.5 

3.4 

2.1 

Traditionally,  productivity  growth  has  been  minimal,  averaging 
only  0.9  per  cent  over  the  past  five  years.  This  low  productivity  growth 
is  expected  to  continue  in  the  years  ahead.  Most  of  the  expected 
productivity  gains  in  this  sector  could  come  from  moves  towards  larger 
warehousing  operations  and  possibly  from  improvements  in  retailing 
such  as  computer  check-out  systems. 


TRADE  SECTOR'S  SHARE  OF  RDP  AND  EMPLOYMENT  (%)  Table  14 


1961 

1970 

1975 

1980 

1985 

1995 

RDP 

12.0 

11.8 

12.1 

12.6 

12.7 

12.3 

Employment 

15.4 

16.1 

17.2 

18.5 

19.3 

19.9 

The  decline  in  output  growth  in  this  sector  will  result  in 
slower  employment  growth.  However,  even  with  the  softer  employment 
growth,  this  sector's  share  of  total  employment  will  still  increase 
from  17.2  per  cent  to  almost  20  per  cent.  Because  of  the  large 
absolute  size  of  employment  in  this  sector,  this  small  increase  in 
relative  size  should  result  in  the  creation  of  about  500,000  more 


jobs  by  1995. 


- 
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6.  Finance/  Insurance  and  Real  Estate 


Ontario  is  the  heart  of  Canada's  financial  sector  and  the 
finance,  insurance  and  real  estate  industries  should  continue  to  be 
key  areas  of  Ontario's  economy.  The  substantial  growth  experienced 
by  this  sector  in  the  sixties  and  early  seventies  was  largely  a 
result  of  the  maturation  of  the  post-war  "baby-boom"  to  the  insurance 
and  real  estate  buying  age.  Although  the  demographics  are  now 
changing,  expectations  continue  to  be  for  a  stable  5  per  cent  growth 
rate  in  this  sector  over  the  next  10  years,  but  declining  somewhat 
thereafter. 


FINANCE,  INSURANCE  AND 
AVERAGE  ANNUAL  GROWTH 

REAL  ESTATE  - 

RATES  (%) 

Table  15 

1961- 

1970- 

1975- 

1980- 

1985- 

1970 

1975 

1980 

1985 

1995 

RDP 

6.5 

5.6 

4.9 

5.1 

4.5 

Productivity 

2.1 

-0.  3 

1.3 

1.3 

1.3 

Employment 

4.3 

5.9 

3.6 

3.8 

3.2 

Productivity 

growth  was  negative  during  the 

early 

197  0 ' s . 

However,  with  improved 

banking 

systems  and  a  generally  more 

widespread 

use  of  computers,  the 

forecast 

is  for  a 

steady,  but 

slow,  productivity 

growth  of  1.3  per  cent 

over  the 

forecast 

interval . 

FINANCE,  INSURANCE  AND  REAL  ESTATE 
SECTOR'S  SHARE  OF  RDP  AND  EMPLOYMENT  (%) 


1961 

1970 

1975 

1980 

1985 

1995 

RDP 

13.2 

12.9 

13.3 

13.1 

13.3 

13.9 

Employment 

4.8 

5.2 

5.8 

6.0 

6.4 

7.3 

Employment  growth  in  this  sector  will  probably  decline  from 
historical  levels,  as  is  shown  in  Table  15.  However,  this  sector's 
share  of  total  employment  continues  to  rise  to  7.3  per  cent  in  1995. 


- 
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7 .  Community,  Business  and  Personal  Services 

Continued  growth  in  demand  for  health  and  welfare  services, 
now  growing  at  around  6  per  cent,  should  continue  to  fuel  a  rapid 
growth  in  output  in  the  community,  business  and  personal  services 
sector.  This  projection  is  based  largely  on  shifts  in  demographic 
composition  towards  older  groups.  Similarly,  the  economics  of 
leisure  time  means  that  the  amusement  and  recreational  industry, 
which  has  been  growing  at  7  per  cent  annual  rates,  should  remain  an 
important  stimulus  to  growth  in  this  sector.  On  the  downside, 
education  and  related  services  output  should  continue  to  slow  down 
after  the  recent  period  of  very  rapid  advancement.  The  net  result 
of  these  influences  could  be  a  5  per  cent  growth  rate  in  this 
sector  over  the  next  ten  years,  slowing  to  4.4  per  cent  in  the  following 
years,  primarily  in  response  to  a  declining  population  growth  rate. 


COMMUNITY,  BUSINESS  AND  PERSONAL 
AVERAGE  ANNUAL  GROWTH  RATES  (%) 

SERVICES  - 

Table  17 

1961- 

1970 

1970- 

1975 

1975- 

1980 

1980- 

1985 

1985- 

1995 

RDP 

7.6 

3.7 

5.0 

5.0 

4.4 

Productivity 

1.7 

-2.0 

0.6 

0.8 

1.3 

Employment 

5.9 

5.6 

4.4 

4.2 

3.1 

In  general,  there  is  room  for  advancement  in  productivity 
levels  in  the  overall  service  sector.  It  is  expected  that  the  community, 
business  and  personal  services  sector  would  play  a  major  role  by 
realizing  a  sizeable  improvement  in  its  productivity  growth,  almost 
doubling  its  growth  rate  from  1985  to  1995.  These  increases  in 
productivity  could  stem  in  large  part  in  the  educational  services 
sector  from  better  utilization  of  classroom  space  and  further  developments 
in  computerized  teaching  and  administration  aids.  Computerization  will 
also  contribute  to  productivity  growth  in  other  professional  services. 
Coupled  with  these  productivity  gains  is  a  slower  projected  growth 
for  employment. 


. 
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COMMUNITY,  BUSINESS  AND  PERSONAL  SERVICES 
SECTOR'S  SHARE  OF  RDP  AND  EMPLOYMENT  (%) 


1961 

1970 

1975 

1980 

1985 

1995 

RDP 

13.5 

14.5 

13.6 

13.5 

13.7 

14.2 

Employment 

19.4 

24.4 

27.0 

28.8 

31.1 

35.4 

This  sector  is  currently  the  largest  employer  with  27.0 
per  cent  of  Ontario's  employment  while  manufacturing  has  24.6  per 
cent.  By  1995,  community,  business  and  personal  services  will  have 
20  per  cent  more  employees  than  the  manufacturing  sector,  and  more 
than  one-third  of  total  employment  in  Ontario,  even  though  its  share 
of  RDP  will  increase  by  only  1  per  cent.  This  industry  typifies 
the  entire  service  sector  in  that  its  share  of  employment  might 
continue  to  grow,  but,  due  to  relatively  lower  productivity,  its 
share  of  RDP  would  probably  increase  only  marginally. 

8 .  Public  Administration  and  Defence 

The  rapid  growth  of  the  government  sector  in  the  early 
seventies,  in  both  output  and  employment  terms,  is  illustrated  in 
Table  19. 


PUBLIC  ADMINISTRATION 
AVERAGE  ANNUAL  GROWTH 

AND  DEFENCE 
RATES  (%) 

- 

Table  19 

1961- 

1970 

1970- 

1975 

1975- 

1980 

1980- 

1985 

1985- 

1995 

RDP 

3.6 

4.7 

4.0 

4.0 

3.9 

Productivity 

-0.3 

-1.6 

1.0 

1.0 

1.0 

Employment 

3.8 

6.6 

3.0 

3.0 

2.9 

However,  a  major  feature  in  the  government  sector  growth  has 
been  the  negative  productivity  gains  over  the  last  15  years.1  The 
provincial  government  and  to  some  extent  the  federal  and  local 


1 •  it  should  be  noted  that  productivity  is  difficult  to  measure 
because  of  imprecision  in  the  measurement  of  output  in  many 
government  activities  where  independent  measures  of  output  are 
not  available. 
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governments,  have  begun  a  program  of  restraint  in  public  sector 
growth  in  output  and  employment.  As  a  consequence  of  these 
initiatives  the  public  sector  output  growth  should  slow  somewhat 
from  that  experienced  in  the  past  five  years.  Also,  a  significant 
slow  down  in  employment  growth  might  mean  improved  productivity 
growth  in  this  sector. 


PUBLIC  ADMINISTRATION 

SECTOR'S  SHARE  OF  RDP 

AND 

AND 

DEFENCE 

EMPLOYMENT 

(%) 

Table  20 

1961 

1970 

1975 

1980 

1985 

1995 

RDP 

7.0 

5.3 

5.2 

4.9 

4.8 

4.7 

Employment 

6.0 

6.3 

7.3 

7.2 

7.4 

8.2 

As  illustrated  in  Table  20,  the  public  sector  share  of  RDP 
is  projected  to  fall  to  4.7  per  cent  by  1995  as  compared  with  5.2 
per  cent  in  1975. 


HC 
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